Introduction
International Commercial Arbitration (ICA) in world is no means a recent phenomenon, though it has been organized on more scientific line, expressed in more crystal clear terms and employed more comprehensively in dispute resolution in recent years than before. But, a better and complete understanding of the present is possible only when we have some idea of the past because the roots of the present lie buried in the past by studying the history and development of arbitration laws in world.
Therefore, in this Chapter, the issue of development of arbitration is considered. For this purpose, first, the study traces the development of arbitration from its early foundations to the well-established dispute resolution mechanism that it has become today. In the next Section, the interplay between the two strands within the context of Indian legal system, as the background to the Indian arbitration law, is studied. It begins with a review of modernization process of the legal system in the country, stressing business legislation. An examination of adjudicative bodies in India is followed.
SECTION -A: INTERNATIONAL SCENARIO

Ancient History to the Birth of Modern International Law
International Commercial Arbitration (ICA) has seen gigantic growth in the late 19 th and early 20 th century and has indubitably become the preferred method for resolving international commercial disputes in worldwide. However, the concept of disputant parties referring to a neutral third party of their choice for the resolution of disputes between them is very much older and dates back to beginning of recorded 14 This is the name given to the claims in the Treaty of Washington, 1871. 15 The CSS Alabama's story, beginning with the manner in which it was commissioned and armed through to its naval battles and its ultimate demise, is extraordinary. It involves many acts of subterfuge and culminates in a sea battle witnessed by thousands of people standing on the French coastline. See, e.g. Bingham, Tom. "The Alabama Claims Arbitration", International and Comparative Law Quarterly 54, no. 1 (2005): 1-25. 16 Charles Sumner, then Chairman of the Senate Foreign Relations Committee, argued that British aid to the Confederacy had prolonged the Civil War by two years and indirectly cost the US hundreds of millions or even billions of dollars (Sumner suggested US$2.125 billion). Some Americans adopted this argument and suggested that Britain should offer Canada to the US as compensation.
met in Geneva. 17 The arbitral tribunal issued its decision in September 1872, ordering Britain Government to pay the U.S some $15.5 million 18 
Early 20th Century: The Growth of International Commercial
Arbitration (1880 to 1920)
In the late 19 th century, international arbitration began to gather significant momentum but its governance remained the preserve of national law. Without any international regulation of arbitration, the enforcement of awards was handled differently in different States. 19 The seeds of ICA saw know it today were sewn in the late 19 th and early 20 th centuries as a response to growing international business, mainly in Europe continental, and the desire for an internationally enforceable, commercially sensible mechanism to resolve disputes.
Arbitral institutions contributed substantially to the growth of international arbitration during this period. A large number of institutions with arbitration rules 17 Wikipedia. "Alabama Claims.", < http://en.wikipedia.org/wiki/Alabama_Claims> , accessed date on (12/06/2013). cases. 26 The ICC began administering international disputes in 1921 and had dealt with 15 such cases before the ICC International Court of Arbitration ('ICC Court') was set up in the year 1923 which become a truly universal institution headquartered in Paris. The ICC Court's mission was to foster international trade and commerce by providing a framework for the resolution of international commercial disputes.
Various ICC congresses in the early 1920s called strongly for better legal recognition of arbitration, which was rapidly gaining popularity among international businessmen. The following resolution was adopted at an ICC Congress in Rome in 30 Each of the Contracting States recognizes the validity of an agreement whether relating to existing or future differences between parties subject respectively to the jurisdiction of different contracting states by which the parties to a contract agree to submit to arbitration all or any differences that may arise in connection with such contract relating to commercial matters or to any other matter capable of settlement by arbitration, whether or not the arbitration is to take place in a country to whose jurisdiction none of the parties is subject. 31 The tribunals of the Contracting Parties, on being seized of a dispute regarding a contract made between persons to whom Article 1 applies and including an arbitration agreement whether referring to present or future differences which is valid by virtue of the said article and capable of being carried into effect, shall refer the parties on the application of either of them to the decision of the arbitrators. 32 Each Contracting State undertakes to ensure the execution by its authorities and in accordance with the provisions of its national laws of arbitral awards made in its own territory.
Afterwards, the next step forward was the Geneva Convention on the 58 The Council for Mutual Economic Assistance (English abbreviation COMECON, CMEA, or CAME), 1949-1991, was an economic organization under the leadership of the Soviet Union that comprised the countries of the Eastern Bloc along with a number of Socialist States elsewhere in the world. The COMECON was the Eastern Bloc's reply to the formation of the Organization for European Economic Co-operation in non-communist Europe. The descriptive term was often applied to all multilateral activities involving members of the organization, rather than being restricted to the direct functions of COMECON and its organs. This usage was sometimes extended as well to bilateral relations among members, because in the system of socialist international economic relations, multilateral accords-typically of a general naturetended to be implemented through a set of more detailed, bilateral agreements. 71 The doctrine of Kompetenz-Kompetenz overcomes the conceptual problems arising out of any decision by the arbitrator on his own jurisdiction. Any decision by the tribunal that no valid arbitration agreement exists would include at the same time a corollary finding that the tribunal also lacked jurisdiction to decide on its own jurisdiction (since there was no basis for such a jurisdiction). The doctrine of Kompetenz-Kompetenz is a legal fiction granting arbitration tribunals the power to rule on their own jurisdiction. To justify the assumption of these powers, reference was first made in Article 36(6) Statute of the International Court of Justice (ICJ) which allows the ICJ which to rule on its own jurisdiction. A comparable competence was recognized for arbitration tribunals in the European Convention Article V (3). Since then the doctrine has found recognition in the ICSID Convention process limits) with regard to the arbitral procedures 74 and, absent agreement between the disputant parties, the tribunal's authority to prescribe such procedures.
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The basic approach of the ML (1985) to the arbitral proceedings is to define a basic set of procedural rules which-subject to a very limited number of fundamental, non-derogable principles of fairness, due process, and equality of treatment 76 -the disputant parties are free to alter by agreement. The ML (1985) also provides for judicial assistance to the arbitral process in prescribed respects, including provisional measures, constitution of a tribunal, and evidence-taking. 
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The principal revisions were made as follows:
a) The 2006 revisions of the ML make useful improvements (for the most part).
Nonetheless, the most important accomplishment of the revisions is their tangible evidence of the ongoing process by which States and business representatives seek to improve the international legal regime for the arbitral process.
The ML (1985) and its revisions represent a significant further step, beyond the NYC (1958), towards the development of a predictable "pro-arbitration" legal framework for commercial arbitration. But the ML (1985) goes beyond the Convention by prescribing in significantly greater detail the legal framework for international arbitration, by clarifying points of ambiguity or disagreement under the Convention, 81 and by establishing directly applicable national legislation.
SECTION-B: INDIAN SCENARIO "It (arbitration) is indeed a striking feature of ordinary Indian life. And I would go further and say that it prevails in all ranks of life to much greater extent than is the case in England. To refer matters to a Panch is one of the natural ways of deciding many a dispute in India..." Marten (Chief Justice)
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Arbitration in India is an integrated part of its history and legal system, as it is dependent on various other pieces of legislation for its proper functioning. Hence, the Arbitration law cannot be examined thoroughly, unless the legal context within which it has developed is explored sufficiently. The modern legal context in India has been influenced by at least three strands of legal tradition.Without resorting to a rigid scale of measurement arbitration in India since today can be divided in to three Phases: 81 In particular, the Model Law makes clear the grounds for annulling international arbitral awards, defines the (limited) scope of national court interference in the arbitral process, and prescribes the types and extent of judicial support for international arbitrations. 
Ancient Period to till British Period
Every textbook writer on Indian arbitration law starts his work with the same ritualistic statement-that India has always held a deep-rooted commitment to the philosophy of arbitration in general. 83 Before the advent of English rulers and application of English laws in India, arbitration was prevalent and was widely accepted and respected not only in redressal of social matters but also in matters of trade and commerce with a slight difference of composition and style of working. There were royal courts in administrative canters, but they did not produce a unified national legal system such as had developed in the West. Samiti was the early Vedic folk assembly that in some cases enjoyed that right of electing a kind while the Sabha exercised some judicial functions and acted as the national judiciary but Veddhata Assembly was associated with military, civil and religious functions. 90 The mediator/arbiter of disputes was namely Madhyamasi.
In the later Vedic period, the Ancient Aryan had conquered the whole of Northern India and had started penetrating in to the South. In this period, the Samiti They were private tribunals, not constituted by the king. They decided almost all civil cases between the inhabitants of the village. Against the decisions of these arbitration court, appeals were provided to the courts of judges appointed by the king and ultimately to the king himself.
Afterwards, in the Mouryan period, the village was the bedrock of administration. The villagers used to organize works of public utility and recreation, settle all civil disputes, and act as trustees for the possession of minors. But, they
had not yet evolved regular village councils. 95 The religious language of Muslims was Arabic but court language thought this era was Persian which it was translated (Arabic to Persian).
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The Muslim rule contains provisions for arbitration between the disputant parties. The Arabic word for arbitration is Tahkeem while the word for an arbiter is
Hakam. 97 An arbiter was required to process the qualities essential for a Kazee-an official judge presiding over a court of law but the Persian word for arbiter is Salis and a party to arbitration is Salisee and arbitration agreement is Salisnama while the word for the award is Faisla. Like most Indian laws, the law relating to arbitration in India is also based on the English arbitration law. 102 The British came to India as traders, and before long established an inroad in to the cultural nexuses of the land. 103 In the days of Mughals, the establishment of the East India Company (approximately 1600 B.C.)
had been exclusively commercial, and the company was chiefly concerned with the management of its own factory at Calcutta, exercising jurisdiction and power over 112 Sec.28 of Indian Contract Act,1872 reads as;-.Agreements in restraint of legal proceedings void.-Every agreement,-(a) by which any party thereto is restricted absolutely from enforcing his rights under or in respect of any contract, by the usual legal proceedings in the ordinary tribunals, or which limits the time within which he may thus enforce his rights; or(b) which extinguishes the rights of any party thereto, or discharges any party thereto from aby liability, under or in respect of any contract on the expiry of a specified period so as to restrict any party from enforcing his rights, is void to that extent. Saving of contract of refer to arbitration dispute that may arise.-Exception 1.-This section shall not render illegal a contract, by which two or more persons agree that any dispute which may arise between them in respect of any subject or class of subjects shall be 1. Exceptions 2 and 3 relating to agreements between partners upon, or in anticipation of, dissolution of partnership and during continuance of partnership, respectively were rep. by Act 9 of 1932, s. 73 and Sch. II. See now ss. 11 and 36 (2) of that Act. 2 Ins. by Act, 1 of 1997, s. 2. w. e. f. (8 -1-1997 ).-referred to arbitration, and that only the amount awarded in such arbitration hall be recoverable in respect of the dispute so referred. Suits barred by such contracts.-1[ When such a contract has been made, a suit may be brought for its specific performance and if a suit, other than for such specific performance, or for the recovery of the amount so awarded, is brought by one party to such contract against any other such party, in respect of any subject which they have so agreed to refer, the existence of such contract shall be a bar to the suit. Saving of contract to refer questions that have already arisen. Saving of contract to refer questions that have already arisen.-Exception 2.-Nor shall this section render, illegal any contract in writing, by which two or more persons agree to refer to arbitration any question between them which has already arisen, or affect any provision of any law in force for the time being as to references to arbitration.
The Schedules to the Code of Civil Procedure, 1908
The "award" and also to make "applications" (not "suits") as the basis for approaching that court. The intention was to make explicit that no suit of any kind whatsoever would lie in this behalf.
Independence Period to the Present
After the end of the Second World War -especially after the Independence in 1947-the trade and large industry received a great fillip and the business community became more and more inclined towards arbitration for settlement of their disputes particularly in international level, as against court-litigation, which involved heavy cost and inexplicable and inordinate delays.
With increasing emphasis on arbitration there was more and more judicial grist exposing the infirmities, shortcomings and lacunae in the Arbitration Act of 1940. For instance, the provisions of this Act, about the duties and powers of the arbiters or about the procedure for conducting the proceedings after a reference, were notably inadequate.
The Act was silent about the shortcomings inherent in individual private contracts. The rules providing for filing awards differed from one High Court to
another. The lack of provisions prohibiting an arbiter or umpire from resigning at any time in the course of the arbitration proceedings exposed the disputant parties to heavy losses particularly where the arbiters or umpire acted mala fide. The Act also did not make distinction between the 'agreement' made in advance to submit future differences and a 'submission' made after a dispute had arisen.
There were no provisions requiring the arbiter to state reasons for sustaining the award. There was no remedy against a non-speaking award albeit such an award could lead to suspicion and embarrassment. 
The Arbitration and Conciliation Act, 1996
To internationalize the arbitration law in India, it was felt that the Arbitration On the plain language of Articles 123, 213 and 239B there is no doubt that the satisfaction mentioned in those articles is subjective satisfaction and that it is not justifiable. There is no doubt that this was also the intention of the makers of the Constitution. However, litigation is pending involving the justifiability of this issue and contentions are being raised that the issue is subject to judicial scrutiny. To place the matter beyond doubt, it is proposed to provide in the Constitution that the satisfaction of the President, Governor or Administrator shall be final and conclusive and shall not be questioned in any court on any ground. 
Conclusion
In Indeed, the Section-A of this study shows that ICA has become so popular but it is far from an ideal and universal method. The most important reasons of the mentioned points are:
a) The present international convention and legal institution are not adequate for dealing with the problem of international commercial arbitration.
b) The global scenarios existed in international commercial arbitration are not certainly encouraging.
c) The Model law has not met the purpose which was determined for it.
In a State level, Arbitration in India is an integrated part of its legal system and it has an important place in the world. The modern legal context in India has been influenced by at least two strands of legal tradition.
The first is the Pre-British period, or the Ancient period, which is the historical background to Indian law, and still dominates many of its parts. In all
States of countries where there has been statutory vacuum regarding arbitration, it is usually filled by it. The prevalent method of the arbitration in India was the Panchayat, which despite some disparities, is not much different from new versions of Panchayat regarding arbitration.
The second is the Western legal tradition especially the English Arbitration Law, which has now received international recognition through International
Conventions such as the NYC (1958) and the ML (1985) , and has influenced Indian law through the process of modernization. Modernization of the Indian legal system began as late as 1961, but ever since it has been forcefully underway, particularly in Business Law.
Regarding the interplay of the two strands of legal tradition in India, two conflicting trends can be identified: a move away from the first period and towards modernization of the legal system .The present legal framework in India is the result of the balance between the two trends in that State.
After a large unsatisfactory, India opened a fresh chapter in its arbitration law when it enacted the Arbitration and Conciliation Act, 1996 in attempt to modernize the outdated Act, 1940. In other words, before the Act, 1996, the process of settling disputes in India "Made lawyer laugh and legal philosophers weep."
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The present Act, 1996 is mainly inspired by ML (1985) . Its primary objectives of the Act were to achieve twin goal in arbitration as a cost effective and quick mechanism with the minimum Court intervention for the settlement of commercial disputes. The Act, 1996 is barely 18 years old and what is the Indian experience is obvious by the fact the Act not met the purpose for which the Act was passed.
Indeed, the Section B of this study shows that the rich background and close contact or copy with foreign arbitration law even modern international standard are not adequate for dealing with the problems of arbitration in a country like India.
Practically, the problems are not connected with aforesaid factors, but with the complications of its implementation in India.
